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Question 1 [15]

1.1 You have to prepare a Treasury Bill (TB) tender on behalf of your bank’s treasury
department You are given the following information

Yield required 91-day bills 7%, 182-day bills 7 5%, 273-day hills 8%
Amount to tender respectively R10 000 000, R15 000 000, and R20 000 000

(a)  Calculate the discount rate and tender price for each matunty (6)

(b}  Assume all three of your bank’s bids are accepted Calculate the consideration for each
maturity (6)
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1.2 Suppose a bank reports that its net income for the current year 1s R51 milion, its assets
total R1 144 million, and ts iabiliies amount to R926 million Calculate the bank’s return

on equity (ROE) 3)
Question 2 [25]

21 XYZ Bank had, in the year just completed, total interest expenses on all borrowings of
R12 million and non-interest expense of R5 million, while interest iIncome from earning
assets totaled R16 mifiton and non-interest revenues totaled R2 milhon The bank’s
assets amounted to R480 million, of which earning assets represented 85 per cent of
that total and while total Interest-beanng hatwhbies, amounted to 75 per cent of total
assets

[TURN OVER]
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(a) Use the information to describe and calculate thus bank's net interest and non-interest
margins (5)

(b)  Calculate the earning spread and explain what it measures. (3)
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2.2 Suppose the Augustina National Bank has assets with a duration of 6 5 years and
liabiities with a duration of 3 0 years This bank has R200 million 1n assets and R180
million in liabities What should happen to this bank's net worth if interest rates go down
from 7 per cent to 6 per cent? (5}

2.3 Suppose a bond has a duration of 8 years and Is selling 1n the market for R1 000

Currently market interest rates are 5 per cent and are expected to nise by 0 5 per cent
What should happen to the price of this bond? (5)
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2.4  Annvestor buys a Treasury Bilt If the nominal value 1s R1 million, the current discount
rate 1s 10 per cent and the remaining tenor 1S 50 days Determine the initial amount
consideration needed to invest in the bull {4

2.5 What are the advantages of using duration as opposed to interest-sensttive gap analysis? (3)
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Question 3 [20]

3.1 Describe the different types of risk faced by financial firms when interest rates change

(6)

3.2 Off-balance-sheet items help a bank reduce certan types of risks but 1t can also increase
nsks within the banking sector Evaluate the statement critically (6)

[TURN OVER]
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3.3 “In South Africa, Treasury Bills (TBs) are regarded as important money market
instruments * Defend this statement by referring to the purpose of TBs as well as therr
advantages and disadvantages for investors (6)
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34 Explain the meaning of YTM (2)
Question 4 [10]

4.1 Discuss three measurements that are recognized as adequacy standards for foreign
reserves (6)
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4.2 Explain the difference between stenlized and non-sterihized intervention techniques
utihzed by the central bank in foreign exchange markets (4)

{Total Marks: 70]

©

UNISA 2018



Tear

apwt s by
FIEVERS QY PE]

UNISA|

attendance register
(university copy)

Batch No
28002015M(Q

RNV

Examinalion peniod

Student nurnber [ r ’ I I | I ' ! | ]

Sumame

First Namas

Subject

Code of paper Number of paper

Cenltre Date

This 15 to certify that | have read the rules governing the examinations as set out on the inside
cover of this examination answer book and In the examinaton nstructions

That the information supplied by me in this answer book is comrect and valid

| undertake to adhere to the procedures, rules and regulations of the Uriversity of South Africa as
published in the official brochures

Signature of candidate

lDNumherI'i[lll‘l‘\i‘i

Signature of nvigilator L l ’ I | [ ] l }
UNISA invigilator’s persannel number
NOTE Not a vahd document «f not completed by the Invigilator

Tear

s h ty
W il 4 e

UNISA

attendance register
(student copy)

Batch No
28002015MCQ

o] Wb

Student number [ i I I l I i I

Surname

First Names

Subject

Code of paper - Number of paper
Centre Date

This 1s to certify that | have read the rules governing the examinations as set out on the Inside
cover of this examinaton answer book and in the examinatien instructions

That the information supphed by me In this answer book s corect and valid

| undertake to adhere to the procedures, rules and regulations of the University of South Afnca as
published i the offictal brochures

Signature of candidate

onemser ||| [ T T T TTTTTT7]

Signature of inwigilator i ! l | I ] I [ —I

UNISA invsgdator s personnel number
NOTE Not a valid document If not completed by the Invigitator




